
Australia: Confronting Institutional Impediments
19785

October 1998
Country Z3M-Trri TjrA

BACKGROUND

Few countries have pursued reform of vocational education and training (VET) as persistently as Australia. Change
has been a constant theme since 1974. It began with a decade of significant expansion of VET, followed bv the
realization that expansion bv itself was not a solution: the countrv needed to confront some institutional issues that
were inhibitng progress. The issues that had to be faced were not unique to Australia and its experience confimis
that these problems are not easilv resolved.

Australia is and has been wealthv. Earlier this century the wealth was based on agriculture. There has also always
been a manufacturing sector which till the 1960s was built behind tariff walls. The mid- 1970s brought to an end the
comfort that came from stable economic growth. Unemployment, which had been close to 2 percent began rising The
sharply in 1974. Whether Australia will be able to reduce the high unemployment that has persisted for over 20 vears
depends most on its ability to make the necessanr trade and financial linkages with global markets. But the response establishment of
of the VET system is also critical

a single national
VOCATIONAL EDUCATION AND TRAINING SYSTEM

The VET system is embedded in two insbtutions: the government and the industrial relations framework Each has ministry
affected the was the system was established, the way it developed, and the issues that have dominated the reform process.

en com pa s sln g
Institutional framework

The governmentframework. The constitubonal responsibility for VET is vested in state governments. The main employment,
element for VET has been an apprenticeship system with state governments providing formal training in technical
institutes and emplovers providing on-the-job training. The arrangement is typical of what has become widely education and
known as a "dual" svstem. Despite its limited role, the federal government has managed to play a strong role in
education, particularly higher education. Until the mid 1970s, however, it's influence in other education subsectors training ensured
was limited: states managed both the school system and vocational education. When the federal government sought
to influence VET in the 1980s, it did not prove as straightforward as it had for higher education. that competing

7he :ndustnal relationsframeu'ork. The industrial relations framework is unique to Australia. Federal and state
governments maintain industnal courts to manage the relationship between employers and trade unions. The courts priorities could
formalize industrial agreements through so-called 'industrial awards', setting wages and conditions of work The c
apprenticeship systern was built into this legal framework. Apprenticeship wages and training standards were defined be resolved
in awards just as for any other occupatonal group or level.

Vocational education more effectively
Compulsory vocational education. There are now no vocational schools in Australia Until the 1960s, students
who were most likely to take up apprenticeships were directed towards technical schools. Such schools offered
courses through to the mriinimum school leaving age (generaLly 15 years), at which apprentices were usuaLly ex-
pected to take up indentures with firms. Higher achievers were directed towards general secondary schools. During
the 1960s however, state education authorities aboLished streaming and have since maintained a unitary system.

71chnical andfurther education (TAFE). The major vehicle for publicly provided post-compulsory vocational
education is the Tedcnical And Further Education (TAFE) college system. With the economic changes of the mid-
1970s, the federal gernmment came to beLieve that it should take the initiative in fostering reform. TAFE became one
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of the starting points. While most of the funding for TAFE continued to come from state governments, the federal
government began providing funds for capital investment. Table 1, which covers the period of rapid expansion for
TAFE, shows that its role was far from confined to training apprentices. TAFE has been used to retrain disadvantaged
people and, especially since 1975, as a means of retraining the unemployed (evidenced by the strong growth in the
i,other skilled" class in table 1).

Labor market programs
As unemployment rose after the mid- 1970s, the government introduced
schemes specifically designed to alleviate youth unemployment. These Table 1. Enrollments in TAFE -'OOOs

were designed to bring about a greater understanding of the "world of
work" in schools, through implementing work-experience schemes and Stream 1975 1980 1984
allowing students to participate in the post-compulsory vocational sys-
tem. At the same time, the number of early school-leavers began to Profesional 3.5 2.8 3.2

I ~~~~~~~Para-professional 149.5 192.6 221.8
decline dramatically. In 1982, retention rates through to year 12 were Trades 133.0 159.5 158.8
about 30 percent while by 1995 they had risen to 75 percent. Three Other Skilled 117.5 207.8 239.4
factors combined to bring about this increase. First, the federal govern- Preparatory 96.5 127.7 174.7

ment launched income support schemes which raised benefits for dis-
advantaged youth still in school but over the age of 15. Second, public Total 500.0 690.5 797.9

awareness of the returns to education increased. Third, emplovers were
able to lift their selection crteria for entry-level occupations; increas-
ingly, apprenticeships were taken up by those with education beyond the school certificate.

Traineeships, apprenticeships, and other enterprise training
The most significant proposal accepted by the government was to introduce a new system of youth training known as
traineeships. Traineeships did not replace apprenticeships but sought to do two things: first, to expand the concept of a
dual system of training into areas not covered by apprenticeships -over 70 percent of apprentices were being trained in
metal, electrical, and constniction trades; and second, to introduce training shorter than the four years required by
apprenticeships, Employers have always been heavily involved in training. Apprentices, for example, are trained mostly
on-the-job, being released by employers for formal training in TAFE, typically for only one a day a week They are
indentured to employers, generally for fouryears. Employers are also involved in on-the-job-training and skillU-develop-
ment and train in areas not covered by apprenticeships. Typically, this covers entry-level occupations in the service
industries. Industries such as banking and tourism have built up considerable expertise of their own.

The period of expansion of government provision for VET, in fact, led to two major issues: (a) a need to reconsider the
issues encompassing the institutional framework; and (b) the financing of VET.

Institutional issues
Reform of government structures. The relationship between the employment and education ministries at
the federal level was redefined. The government had given the employment ministry increasing responsibili-
ties in the sector: for developing traineeships, negotiating with employers and unions to determine the type of
training required; and developing programs for the unemployed leading to an increase in the number of non-
TAFE training providers. But TAFE, part of the state education ministries, remained the country's major ve-
hicle for formal training. The federal government combined its employment and education ministries into
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' one, enabling it to bring about a closer relation-
Table 2. 7be Scope of I ET 

ship between the vocational education svstem and

Seconaary School IT ESector Higber Educatton the labor market. The federal government's action
eventuallv led to some states also combining the

Senior Certificates Certificate I labor and education portfolios.

Certificate II, II, B' Reform of tripartite structures. Another major re-
form was the establishment of the Australian National

Diploma Diploma Training Authority (ANTA) by the federal and state
Advanced Diploma Adhanced Diploma governments. ANTA was required to work on behalf

of all the governments acting in unity. Employers and
Bachelor. Certificate, Masters, Doctorate unions were incorporated into ANTA making it a tri-

partite authoitv. Through ANTA, governments and
the industrial partners embarked on an ambitious

plan to develop new accreditation procedures, industry-based competency standards, encourage new training pro-
viders and develop a nation-wide svstem of assessment and certification.

Accreditation. A major concern was the inconsistent accreditation procedures across states. The development of
competency-based training and the adoption of a set of national competency standards gave the opportunity to
overcome some of these problems. The skills in demand and the standards to be achieved are set by industiy. TAFE is
required to adhere to those standards as are major enterprises which conduct training. Private training providers
may also subscribe to the accreditation processes though whether they do so is their decision. An advantage of this
move is that it allows students flexibility in moving between education systems: from secondary school to VET and
from VET to higher education (see Table 2). For example, Level I certificates from the VET system are regarded as
educationally equivalent to Senior certificates from secondary schools.

Financing VET
Federal and state governments have taken steps to bring about greater cost-sharing.

Costsharing with employers. Most of the cost of training has traditionally been borne by employers. In the case of
apprentces, for example, employers pay full-time wages, including for periods of release to TAFE college, and bear many
other direct costs. This direct cost made training susceptible to employers' responses to economic cycles. The federal
government's approach during the period of expansion of TAFE was to provide wage subsidies for apprentices as
countercyclical measures. In 1996, the government announced new measures designed to re-align the cost sharing of
training for apprentices by introducing a training wage. It proposed that this wage compensate the trainees for their
productive work, but not for time spent on training -the time spent on training and productive work is to be determined
by an agency established for the purpose. Trainees are thus to be asked to bear a far greater share of the cost of training.
If the training wage falls below an acceptable standard, the govermment will top it up to an agreed minimum.

Payroll Taxes. The government was concerned that many employers were failing to make even a minimum provi-
sion for the training of their employees. It introduced what is called the "training guarantee". Employers were obliged
to pay a levy equivalent to their shortfall in achieving a set minimurn target for spending on training. The minimum
was defined as equivalent to 2 percent of payroll. Employers meeting the minimum paid no levy. The revenue collected
was returned to employers in the form of training activities to be determined by tripartite committees. However by the
third years of the scheme, virtually nothing had been collected - as employers demonstrated they were training signifi-
cantly. The government then set the minimnum at zero - effectively reversing the earlier policy.

Student charges. By the mid-1980s, the federal government, facing tight budgets, introduced a higher education
fee, initially covering about 20 percent of the actual cost of higher education. However, the federal government took
no action over student charges or fees in TAFE. This was left to the states to consider. The states did not consider the
wholesale introduction of student charges, regarding most TAFE course as alternatives to senior secondary schooling.
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The move to a market system
Governments have been concemed with improving the efficiencv and effectiveness of the TAFE g7stem. The most important
moves for the long-term future of the system have come about through the federal and state governments introducing
market elements into the VET system, deliberately trying to shift it from a suppliers' to a 'buyers' market. The federal
employment ministry introduced competitive bidding among training providers. Training courses were tendered and al-
though TAFE maintained its position as the major supplier, private providers began entering the field at a rapid rate.

A-21*01 -Ir It11 .

It is reasonable to ask what relevance the experiences of a country like Australia can have for developing countries or
transition economies. It is, after all, developed both economically and institutionally It is the latter, though, that
shows what pointers can be found for others. Typically, countries seeking to bring about reforms in VET have a
tradition that is focused strongly on the public sector. Australia's experience shows that a public sector system, by
itself, will eventually prove inadequate.

Expansion of VET without institutional change Is rarely an answer In itself
The Australian experience shows up the imnportance of basing reform on sound institutions. One particular problem
concerns the relationship between the government, industrial partners, employers and unions; and between them
and the VET system. With the establishment of ANTA, the government sought to engage the employers and unions,
not as advisors, but as integral parts of the executive management of the VET system. While such an approach is
difficult to adopt in countries which have depended on the public sector, getting full value for the investments they
make will depend on it happening.

Linkages with the labor market must be predominant
Australia's experience demonstrates how difficult it is to forge relevant links between the VET system and the labor
market Part of the answer iies in forging iinks with industry in the management of VET. But part of it lies too in the
government looking more closely at its own internal structures. Many countries have experienced a tension between
achieving educational and labor market objectives. The solution in Australia was to amalgamate the players into
one portfolio. The establishment of a single national nministry encompassing emplovment, education and training
ensured that competing priorities could be resolved more effectively and reduced conflict among trainers and confu-
sion among students.

Prepared by Amit Dar and
The financing of VET should support the direction of market forces IndermitGill,basedon'Aus-
Allowing market forces to work does not only depend on setting an institutional framework which involves industry tralia: Confronting Institu-
in determining its training needs, but also to put in place financial mechanisms that will support market directions. tional Impedimemns by Alan
This can be achieved partly by ensuring that costs are shared but this is not entirely the answer. Too often, for Abrahart and Zafiris
example, training levies are seen in countries contemplating reforrn as away of financing VET, particularly as a way Tzannatos, prepared for the
of expanding andstrengthening thepublic sectorsystem. Such measures havenotworkedwell, asAustralia's expe- World Bank-ILO Study on
rience shows. The Australian experience shows that it is important that industry should become the main force Constraints and Innovations
behind the development of VET: the development of training standards, assessment procedures and accreditation. in VETfleform. For copies
Accreditation is important to most employers only in so far as it genuinely provides them with information they of the 'paper contact
would not otherwise have about the type and quality of training being offered. It cannot and should not be used as Indermit Gill via email at
a means of enforcing licensing on training providers, which serves more to protect public sector providers than IGILLFWORLDBANK.ORG or
consumers. by telephone at 202-473-
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